DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

CENTERS FOR MERNCARE & MEDICAI SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Center for Medicaid and CHIP Services
Disabled and Elderly Health Programs Group

August §, 2012

Stephen Fitton

Director, Medical Services Administration
Actuarial Division

Capitol Commons Center — 7" Floor

400 South Pine Street

Lansing, MI 48933

Dear Mr. Fitton:

We have reviewed Michigan State Plan Amendment (SPA) 10-015 received in the Chicago Regional
Office on September 8, 2010. This amendment proposes to amend the state plan by changing the
reimbursement methodology for prescription drugs. This amendment reimburses chain pharmacies *
and pharmacies serving nursing facility beneficiaries the lower of the Average Wholesale Price
(AWP) minus 15.1 percent or Wholesale Acquisition Cost (WAC) plus 1.88 percent. The State also
proposes to reimburse independent pharmacies, including chains of fewer than five stores the lower of
AWP minus 13.5 percent or WAC plus 3.80 percent. We are pleased to inform you that the
amendment is approved, effective December 1, 2010.

A copy of the pages approved for incorporation into the Michigan State Plan will be forwarded by the
Chicago Regional Office. If you have any questions regarding this request, please contact Angel
Davis at (410) 786-4693.

Sincerely,
/s/
Larry Reed

Director
Division of Pharmacy

cc: Loni Hackney, Federal Liaison, Michigan Medical Services Administration
Alan Freund, Acting ARA, Chicago Regional Office
Leslie Campbell, Chicago Regional Office
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Attachment 4.19-B
Page 1¢

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
(Other than Inpatient Hospital and Long Term Care Facilities)

2. Drug Product Reimbursement

a} Reimbursement for drug products is the lower of an Average Wholesale Price
(AWP) minus discounts, 2 Maximum Allowable Cost (MAC), a Wholesale
Acquisition Cost (WAC) markup or the provider's charge. The discount from
AWP for chain pharmacies and pharmacies serving nursing facility beneficiaries
is 15.1% or a Wholesale Acquisition Cost markup of 1.88% and the discount
from AWP for independent pharmacies, including chains of fewer than five
stores, is 13.5% or WAC markup of 3.80%.

b) The State has established dispensing fees. Effective December 1, 2009, program
reimbursement for long-term care pharmacies is the lesser of the standard
dispensing fee ($3.00) or the long-term care pharmacy's usual and customary fee.
Program reimbursement for all other pharmacies (non long-term care) is the
lesser of the standard dispensing fee ($2.75) or the pharmacy’s usual and
customary fee. A dispensing fee of $6.00 will be reimbursed to a pharmacy if the
final dosage form is a cream, emulsion, nasal drops, ointments, or optic drugs. A
dispensing fee of $10.00 will be reimbursed to a pharmacy for compounded
capsules, powders or suppositories,

¢} MAC Limits set by the State in aggregate are equal to or less than Federal Upper
Limits, in compliance with federal law.

d) Prior authorization is required for exception to MAC Limits.

e) The optional Mail Order Pharmacy program reimburses a zero dollar ($0.00)
amount for the dispensing fee. Brand name drugs are reimbursed AWP minus
21%; generic drugs are reimbursed at the MAC Limits; and, non-MAC generic
drugs are reimbursed AWP minus 52%.

f) Medicaid enrolled pharmacy providers may bill for the injectable drug Synagis
dispensed on or after Janvary 1, 2005.
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